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FOREWORD

Because of general interest in the. subject and because of the desirability of
giving appropriate recognition to Government employees who make meritorious
creative contributions useful in the performance of governmental functions and
operations, this report on a proposed comprehensive Government incentives,
awards, and rewards program is being made available as a publication of this
Office.

- The report has been submltted to me by an interagency working committee,
appointed to make a study of the subject and to submit their findings and
recommendations, with particular reference to the Government employee-
inventor and the relation of such a program to the achievement of the objectives
of the recently adopted uniform patent policy of the Government.

The report is based upon an intensive study made by the committee, under
the able chairmanship of Henry A. Sawchuk of the United States Civil Service
Commission. In it the committee discusses and analyzes the problems involved,
existing statutory provisions and experiences thereunder, and the practices and
experiences of American industry and of foreign governments. The committee
also had the benefit of the long experience of the Royal Commission on Awards
to Inventors in Great Britain and of the reactions to their conclusions and recom-
mendations from sources both within and outside Government.

The recommendations of the committee cover two phases of action: (1) the
enactment of new legislation having as its objective a comprehensive program
.for rewarding Government employees making all types of meritorious contribu-
tions, including inventions and discoveries of basic scientific principles, which
are useful in the performance of any governmental function or operation, and
(2) steps that may be taken immediately, pending the enactment of new legisla-
tion, to realize the most effective application of existing statutory provisions
governing awards to Government employees.

As Chairman of the Government Patents Board, an independent agency re-
sponsible to the President for the formulation and administration of the uniform
patent policy of the Government, I have brought the report to the attention of
the heads of all depqrtments and agencies in the Executive branch of the Gov-

ernment, and” have requested that?
,—-——-«\,—

(1) The necessary steps be taken within each agency to see that in the ad-
ministration of existing awards programs that are now authorized by law, those
programs are made applicable to meritorious mventlve contributions as pro-
vided in those laws;

(2) Existing agency incentives and awards programs be reviewed to assure
that the fullest possible advantage is taken of current laws as they apply to the
employee inventor; and

(3) For the purpose of stimulating productivity of their employees generally,
including inventive productivity, the agencies publicize, through appropriate
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‘media, the fact that employees making inventive contributions of merit may be

rewarded under current awards programs.

As the committee expressed in its conclusions, the advantage to the Government
of rewarding inventors in the ways proposed are such that, if the public is to
reap the rich potential harvest from their efforts and creative genius, positive
measures to reward inventive achievement are eminently desirable. As a firm
believer in the American patent system and in its continuing contribution to the
economic and social development of our country, I am convinced that such an
ex gratia awards program as the committee has proposed is entirely consistent
with and a desirable supplement to the patent system.

Reactions to the program recommended by the committee will be welcomed
from those who read this document and will be given consideration in the further
development of such a program and of the necessary legislation.

: ArcHIE M. PALMER,
Chairman, Government Patents Board
WasHincToN, D. C. :

June ¢, 1952

I. INTRODUCTION

-

On January 30, 1951, Dr. Archie M. Palmer, the Chairman of the Government
Patents Board, established an interagency working committee to make a study
of the Government program of incentives, awards, and rewards in its relation
to the achievement of the objectives of Executive Order roog6. The committee
consisted of the following persons: '

Mr. Henry A. Sawchuk, Civil Service Commission, Chairman
Dr. Henry L. Buckardt, Department of Defense

Dr. K. S. Gibson, National Bureau of Standards

‘Mr. Hubert H. Margolies, Department of Justice

Mr. Henry C. Rubin, Department of the Interior

Mr. Jack Simons, Federal Security Agency

Mr. Frank H. Spencer, Department of Agriculture

Dr. O. Glenn Stahl, Federal Personnel Council

In addition, Dr. Palmer furnished valuable guidance and assistance during
the course of the committee’s work, as did Mr. Charles F. Parker, Jr., of the
Bureau of the Budget, Dean Willis R. Woolrich of the University of Texas
(Consultant, Government Patents Board), Miss Gudrun L. Scheldrup of the
Civil Service Commission, and Mr. John M. Hager of the Government Patents
Board. Mrs. Mary S. Turner and Mr. Paul F. Johnson of the Government
Patents Board functioned as recorder and secretary, respectively, for the

~ committee,

" Basic data underlying this study was obtained by a review of existing laws,
reports and other pertinent literature. The principal Federal agencies affected
were ‘requested to furnish information on specific points, including their ex-
periences, views, and recommendations. The committee met periodically and,
as the scope and pattern of the inquiry developed, specific phases of the study
were assigned to individual participants for further investigation and report.

In the course of the study, progress reports were made to the Chairman of the
Government Patents Board, the Board itself at its monthly meetings, and the
various Federal agencies.

The documentary materials upon which this study is based were taken from
the files of the Government, or were furnished by the industrial organization or
foreign country concerned. These materials are available in the files of the
Government Patents Board or other agencies concerned. The discussions at the
meetings of the committee on incentives, awards, and rewards are summarized
in memoranda now in the files of the Government Patents Board. In addition,
considerable information was taken from books, articles, reports, and other
printed or published material.

Under Executive Order 10096 of January 23, 1950, 15 F. R. 389, which pro-
vides for a uniform patent policy for the Government with respect to inventions
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made by Government employees and for the administration of such policy, a
Government Patents Board was established consisting of a Chairman, appointed
by the President, andsa representative and alternate from the Departments of
Agriculture, Corhmerce, Defense, Interior, Justice and State and from the Civil
Service Commission, the Federal Security Agency, the National Advisory Com-
mittee for Aeronautics, and the General Services Administration.

By this order, a basic policy was established for all Government agencies with.
respect to inventions thereafter made by Government employees. This policy
includes the determination of the right, title, and interest in and to inventions
made by Government -employees,

A. EMPLOYEES COVERED IN THIS STUDY

For the purpose of this report, consideration is given only to employees of
the Government who may produce inventions, including military as well as
civilian personnel of the various agencies affected by Executive Order 10096.

B. IMPORTANCE OF THE PROBLEM

Estimates place the number of American people whose livelihood is dependent
upon patents in force at well over 12 million people or approximately one-fifth
of the total employed population of the United States.

In the present international emergency, the United States is vitally ‘interested
in' a high rate of productivity in advanced scientific and technological invention

¢

to compensate for our comparative deficiency in manpower.

For long-range national planning, an equally important objective of stimulating
national inventive productivity is to conserve our material resources. This is
especially significant in our role of international supplier of materials and ma-
chinery to allied or friendly nations.

It appears obvious that the heart of the whole program of stimulating and
developing inventions is the problem of the inventor and the incentives to
invention. _

The present general awards systems in effect in the Government service, which
provide for salary increases for superior accomplishment, salary increases -and
cash awards for economy and efficiency, cash awards for suggestions, and honor
awards for efficient and constructive public service, have some merit. - '_I‘h'eif
principal weaknesses are in their complexity, inadequacy, and inequality, They
do not specifically provide for contributions of an inventive nature, and in this
respect they are discriminatory and in many departments fail to give adequate
incentive and encouragement. _ ‘ '
" There is consensus within the committee on incentives, awards, and rewards
that it would be considerably more advantageous to the Government to havé
new legislation to simplify, liberalize, and integrate the entire incentives, awards,

2

and rewards programs for Government employees and incorporate in such
legislation a'uniform policy to apply to inventors in all Government agencies—
civil and military.

Any incentives and awards system having as an objective the stimulation of
inventive thinking must be developed and operated so that research and other
essential programs of the Government are not impaired. On the contrary, a
suitable system should not only strive to increase inventive productiveness, but
should also improve the effectiveness of research and other programs by enhancing
the urge to investigate fundamental principles and phenomena and to develop
inventions to productiveness. : '

The National Inventors Council, which serves as a medium whereby the public
may submit inventions of value in the defense and welfare of the Nation for
consideration by the Department of Defense and other Federal agencies, has been -
considering the possibility of requesting the Congress to authorize a program
in which suitable cash awards may be given to any person producing inventions
of value to the armed services and other Government agencies.
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il. EXISTING LAWS AND CURRENT PRACTICES

8

A. EXISTING LAWS APPLICABLE TO MORE THAN ONE AGENCY
GOVERNING AWARDS TO ALL FEDERAL EMPLOYEES
INCLUDING INVENTORS

Incentive awards to employees in the Federal Service are granted as official
recognitioxi of their contributions toward efficiency and economy of operation
throughout the Federal Government. The various awards include step increases
for superior accomplishment and salary increases or cash awards for efficiency,
cash awards for suggestions, and honor awards.

1. The Laws

Awards programs are carried out under specific statutory authorities as follows:

With respect to awards for superior accomplishment, each department is
authorized to grant additional step increases, within the limit of appropriations,
but no employee may receive more than one step increase for superior accom-
plishment within the time period prescribed for periodic salary advancements,
i. e., 52 or 78 calendar weeks, depending on the grade of the position which the-

- employee occupies.

The Civil Service Commission is required by law to issue standards upon which
superior accomplishment awards shall be based. Each department is required
to report to the Commission all actions approving such awards, and the Commis-
sion, in turn, is required to submit an annual report to Congress covering the
numbers and types of awards granted. A summary of awards for the fiscal
years 1947 to 1950 is shown in the following table:

Reasons for rewards for superior accomplishments

Step increases for superior accomplishment under Title VII of the Classifica-
tion Act of 1949 (Public Law 429, 81st Cong., approved October 28, 1949);

Efficiency awards under Title X of the Classification Act of 1949 (Public Law
429, 81st Cong., approved October 28, 1949);

Cash awards for suggestions under Section 14 of Public Law 600, 79th Con-
gress, and under Executive Order 9817, issued pursuant thereto on December
31, 1946; and :

Honor awards under Section 14 of Public Law 600, 7gth Congress (the Ad-
ministrative Expenses Act) and Section 5 of Executive Order 9817, December 31,
1946. '

a. Step increases authorized for salaried employees under Title VII of the
Classification Act of 1949 .

Employees of the Government compensated on a per annum basis, and oc-
cupying positions subject to the Classification Act of 1949, may under Title VII
of the Act be given:

(1) Periodic step increases based primarily upon service and a performance
rating of “Satisfactory” or better during a waiting period of 52 calendar weeks
for employees in grades with step increases of less than $200, and 78 calendar
weeks for employees in grades with step increases of $200 or more;

(2) Additional increases, granted only within the limit of available appro-
priations, as rewards for superior accomplishment, viz, outstanding sustained
work performance; initiation of an idea, method, or device; or a special act or
service in the public interest; and

(3) Longevity step increases based on long and faithful service.

Since periodic and longevity step increases are granted automatically upon
satisfactory completion of a prescribed amount of service they will not be dis-
cussed in this report.

4

A B C

Awards for the fiscal year mdinfg— Tatabl:rwm- Sustained work In‘iltiatian Zf an| § pm'_al act Zr

erformance #dea, met od, service in the

? or device public interest
1947 e 1, 249 984 166 99
B 686 453 45 188
1949, . i 972 608 73 291
1050, . oo 1,037 736 55 246
Grand total .. ............ 3, 944 2,781 339 824

It is significant from a perusal of the table above, that approximately 8.6
percent of rewards for superior accomplishments have been granted for
“Initiation of an idea, method, or device.” Of this 8.6 percent, probably a very
small percentage represents inventive accomplishments. The table above covers
only the salaried employees of the Federal Government subject to the Classification
Act of 1949, which encompasses, among others, professional, technical, and
scientific workers engaged in research, design, development, and similar technical
functions.

b. Efficiency awards under Title X of the Classification Act of 1949

Employees of the Government compensated on a per annum basis, and occupy-
ing positions subject to the Classification Act of 1949, may, under Title X of
the Act, be given cash awards or increases in rates of basic compensation for
accomplishments contributing to outstanding efficiency and economy.

A cash award for efficiency shall not exceed 25 percent of the estimated savings
in the first year of operation, nor an amount equal to three times the step increase
of an employee’s grade. If the limitations on the amount of cash awards would
result in inadequate reward, a salary increase equal to one, two, or three steps

2 ’ 5
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, - for his grade may be granted to an employee for a suggestion or other contribu- ’
tion to efficiency or economy.

! The Bureau of the Budget is required by law to maintain control of awards
programs under Title,X of the Act.

c. Cash awards for suggestions

Under Section 14 of Public Law 600 and Executive Order 9817, a cash award
may be granted to any civilian officer or employee for an adopted suggestion
outside the normal requirements of the duties of his position. Except in the
Department of Defense, the total of all awards given by an agency during one
fiscal year may not exceed $25,000. If such an award is based on estimated l
savings resulting from adoption of the suggestion, the amount of the award shall
be based on the estimated saving in the first year of operation in accordance
with the following table, unless for a special reason the head of the department
determines that a different amount is justified:

$1-%1,000. .. ..... .. $10 for cach $200 of savings with a minimum of $10 for any
adopted suggestion. - ’

$1,000-$10,000. .. ... $50 for the first $1,000 of savings, and $25 for each additional
$1,000 of savings.

$10,000-$100,000. ... $275 for the first $10,000 of savings, and $s0 for cach additional
$10,000 of savings.

$100,000 or more. ... $725 for the first $100,000 of savings, and 100 for each addi-

| tional $100,000 of savings; provided that (except in the De-
partment of Defense) the maximum award for any one sug-
gestion shall be $1,000.

If an award is based on improvements not identifiable as savings, the depart-
\ * ment determines the amount of the reward commensurate with the benefits
| anticipated.

At the end of each fiscal year, each department must report to the Director
of the Bureau of the Budget the number of employee suggestions submitted,
the number of employee suggestions adopted, the total amount of cash awards,
and the total amount of estimated annual savings.

Section g of Executive Order 9817 provides that any cash awards to employees
shall be in addition to their regular basic compensation. The acceptance of a
cash award by any employee precludes him, his heirs, or assigns, from making
! ' any claim of any nature upon the United States for the use of the suggestion
upon which the cash award is based.

A summary of cash awards granted for suggestions for the fiscal years 1947
to 1950 is shown in the following table:

Number of cash | Average t| Average !

awaids made | of cash award |saving per award

‘ Awards for the fiscal year ending—

1947 . e e e 11, 444 $37.41 $1, 463
' 1948, . e e 13, 861 32,44 1,139
A949. e 20, 037 28.74 919
1950, . e e 19, 973 28.73 1,034
6

The tabulation above includes all employees of the Government eligible for
cash awards under Public Law 600 (the Administrative Expenses Act)—those
employees paid on a per diem basis which includes the trades and crafts, as well
as salaried employees subject to the Classification Act of 1949. Information is
not available as-to the number of cash awards granted for adopted suggestions
of an inventive nature.

d. Honor awards

Under Public Law 600, 79th Congress, departments are authorized to incur
necessary expenses for the honorary recognition of employees or organizational
units for exceptional contributions toward efficient and constructive public serv-
ice. Any officer or employee of a department or agency is cligible to receive an
honor award. ' :

Some departments or agencies have established honor award programs having
only three such awards, while others have as many as four major types of
awards. These are known as Distinguished Service Award, Superior Service
Award, Length of Service Award, and Commendable Service Award. The
titles of the awards may vary slightly among the various agencies but the princi-
ples on which recognition is granted are basically the same. The award may
consist of a medal, lapel emblem, or an appropriate certificate, or a combination
of these.

2. Publicity and Other Types of Recognition

It is generally recognized that publicity of awards is required and the program
must be made known to employees generally if any substantial incentive value
’s to result and the program is to operate successfully. Ceremonies are usually
held in connection with the presentation of awards to employees, with articles
announcing such awards appearing in agency or departmental publications.

Employee recognition includes not only salary increases, cash awards, and
honor awards, but other forms of recognition, such as promotional opportunities,
letters of commendation to be inserted in personnel folders, and other expressions
of approbation. ‘While cash awards and salary increases are one important
feature of the incentive awards program, they are considered’ as incidental to
the broader objective of obtaining management improvement through genuine
participation by employees in deciding on questions which affect them and the
way in which their work will be done.

3. Machinery for Administration of Awards Prdlgrams

"The diversified legal authorities existing ‘at present, the divided control re-
sponsibilities at the executive level, and the close but complex relationship of
the various types of awards have made it imperative that departments coordinate
the administration of the awards program. Bureau of the Budget Circular A-8,
Supplement I, dated February 28, 1950, issued jointly with the Civil Service
Commission, requires each department to establish an over-all efficiency awards

7
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committee to coordinate and administer its awards program. This is necessary
in view of the fact that, for a particular contribution, an employee . may now be
eligible under the existing laws for awards under more than one program.
Subordinate awards dommittees may be established in each agency to assist in
administering the incentive awards programs. Members of any awards com-
mittee are selected from among the key operating and staff officers of the agency
or the organizational unit which the committee serves. In organizations where
the work is predominantly technical or scientific in nature, at least one com-
mittee member should have a technical or scientific background. Authority
to grant awards may be delegated to the subordinate committees except where
the legal authority for making the award does not permit such action. Each
department issues instructions for the conduct of the awards program throughout
that department.

B. SPECIAL STATUTORY PROVISIONS FOR CERTAIN DEPARTMENTS
GOVERNING REWARDS TO INVENTORS

A patents and design board, composed of Assistant Secretaries of War, Navy,
and Commerce, was created by the Act of July 2, 1926 (10 U. 8. C., 1946 ed., sec.
310) to determine the amount, not to exceed $75,000, which any individual, irm,
or corporation may be paid for a design, whether patented or unpatented, for air-
craft, aircraft parts, or aeronautical accessories. Any design submitted to the
board for such consideration is referred to the National Advisory Committee for
Aeronautics for its recommendation. Thus far only one award, in the amount
of $1,000, has been made under this statute, and that award was made to a
Government employee.

Certain of the executive departments have been permitted, under special statu-
tory provisions, to reward employee-inventors in their departments for meritori-
ous suggestions and inventions. These provisions are as follows:

1. Department of the Interior

The Department of the Interior is authorized, by Public Law 357, Seventy-
eighth Congress, second session (5 U. S. C., 1946 ed., sec. 500), to reward
employees, in an amount not exceeding $1,000 (nor to exceed $20,000 in the
aggregate during any one fiscal year), for any “suggestions or inventions” which
would result in improvements in “technological or scientific processes or
methods.” Under this statute, the Department also may recommend to the
Congress that special appropriation be made for an award to an employee-
inventor in an exceptionally meritorious case. B,

As these provisions have been held by the Comptroller General, on March 20,
1947, to be not in conflict with the provisions of Section 14, Public Law 6oo0,

Seventy-ninth Congress (5 U. S. C., 1946 ed., sec. 116a), they remain available
to the Department of the Interior.

Since the enactment of Public Law 600, the Department of the Interior has
made only two awards to inventors, in the total amount of $430, under its
special statutory authority.

8

2. Post Office Department

The Post Office Department is authorized, under the provisions of the Act of
December 3, 1945 (39 U. S. C., 1946 ed., sec. 813), to pay a cash award for any
invention or suggestion which will clearly effect a material economy or increase
efficiency.in the administration or operation of the Post Office Department or the
postal service. The amount of any one award may not exceed $1,000, nor may
the aggregate amount of awards in any one year exceed $25,000.

The Post Office Department has not, since the enactment of Public Law 600,
used the special statutory authority contained in the Act of December 3, 1945,
for the purpose of making awards for inventions.

3. Department of the Army

The Department of the Army is authorized, under the Act of July 17, 1912
(50U.8.C.,, 1946 ed., sec. 58), to make cash awards to employees of the Ordnance
Department for an improvement or economy in manufacturing processes or
plant. The aggregate amount of awards may not exceed $1,000 in any one
month.

Beginning with the 1943 appropriation act, and in subsequent appropriation
acts, through 1946, the Department was authorized to pay awards to civilian
employees for suggestions resulting in improvements or economy in manufac-
turing processes or plant, or military material. Substantial amounts were paid
to employees under this authorization prior to 1947.

The Department of the Army has, since 1943, operated its awards programs
on a department-wide basis. It has not, since the enactment of Public Law 600
in 1946, used the two previous authorizations mentioned above.

4. Department of the Navy

The Department of the Navy is authorized, by the Act of July 1, 1918 (5
U. 8. C,, 1946 ed., secs. 416a, 416b), to pay cash awards to civilian employees
for suggestions resulting in an improvement or economy in manufacturing
processes or plant or naval material.

From the date of the enactment of this legislation until 1945, the Navy De-
partment paid out approximately $750,000 as awards for suggestions. In prac-
tice, the awards were made, in general, to those in unskilled positions and in
the lower civilian personnel grades. Special legislation was enacted in two cases
authorizing the awards to officers of §15,000 and $2,500, respectively, for assign-
ments of their inventions.

5. Ténnessee Valley Authority

The Tennessee Valley Authority Act of 1933 (16 U. S. C., 1946 ed., sec. 831)
authorizes the payment to employee-inventors of such sums as the TVA Board
may deem proper “from the income of sale or licenses.” However, while patent
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licenses are issued by TVA subject to such terms and conditions as are appro-
priate to each particular case, licenses so issued are in general nonexclusive and
royalty-free.
Since August 2, 19455, the TVA has filed an average of six patent applications
per year. In addition, during the same period, an average of 75 technical sug-
gestions per year were received from employees and formally considered under
the TVA procedure of review. Of the total number of technical suggestions
received since 1945, an average of approximately 20 per year have been of some
use to TVA. = .
g The TVA presently is of the opinion that it also has authority under th

broad provisions of section 3 of its act to establish a system or program of
I incentives independently of any sharing of license income. While TVA has
sponsored for a number of years an active suggestion plan through a series of
? cooperative committees, it does not, as a result of an employee-management
agreement, grant cash awards for suggestions.

i C. PRACTICES OF INDUSTRY

1. Sources of Information

To ascertain the policies of industry with regard to employees’ inventions,

i existing reports and publications on this subject were studied. In a few cases

| information was obtained directly from certain companies. An exhaustive

. inquiry into current industrial practices was not undertaken because of lack of
time and resources, and because the data already available in the various publica-
tions are sufficiently indicative for purposes of this report. -

' 2. Assignment of Invention

The majority of industrial firms require their employees to execute agreements.
1 to assign title to their inventions. The firms which do not require written agree-
1 ments generally have oral understandings to the same effect. There is no
!L uniformity as to the employees covered—some firms require assignments from
[ all employees, and other firms limit such agreements to those employees engaged
i in research and technical work. With respect to the scope of the assignment,
! it is the general practice to provide for assignment of any invention within the
‘ field of the company’s business. There are two points of view as to the effect
! of assignments upon inventive productivity:

| a. Experience in the past has demonstrated that employees, particularly those
most likey to produce inventions, do not object to assignment provided their work
in‘ is recognized and they are treated fairly. In the case of technicians and research-
ers, assignment is expected if the invention is made in the line of the man’s
“ employment. Also, assignments tend to reduce secrecy and to provide better
teamwork and freedom in working with others on similar tasks.

! ' 10

. b. The assignment of inventions in advance tends to dampen the incentive
to invent. Many employees are antagonized when required to execute an
agreement which may be interpreted as containing onerous terms for employ-
ment. It has been said: “Many of these employees feel that they are mortgaging
their brains, ingenuity and ability for a stated salary because such contracts
usually make no provision for a fair recompense in case an important invention
is made.” ‘

Judging by the experience and practices of industrial firms, it appears that
the requirement of an assignment does not appreciably affect inventive produc-
tivity on the part of technical and scientific employees. Although many firms
require assignments from all employees, most companies limit the written
requirement to their technical staffs.

3. Extent to Which Companies Stimulate Inventions

There 1s wide diversity of practice with respect to the degrée to which inven-
tions are encouraged. A few companies take no positive measures to stimulate
inventions. While this group is in the minority, this attitude seems to be char-
acteristic of the well-established industries where the processes and equipment
are standardized. The theory here is that dreamers of new inventions make
poor producers. The result of this attitude is that the industrial United States
is replete with successful industries developed by men of inventive capacity who
withdrew from their previous employment in dissatisfaction with the terms of
invention assignments imposed upon them. Quite generally these men were
individualists with a daring pioneer spirit who had courage to break away and
start out on their own. Alert industrialists today recognize that these are the
very men most valuable for the expansion of their businesses, thus the change in
attitude toward these productive inventors.

Most companies encourage inventions on the part of all employees, but many
of these companies concentrate on their engineering and research staffs since they
have found through experience that almost invariably the important inventions
are made by those who are employed for such 4 purpose.

The extent to which efforts are made to stimulate inventions among employees
seems to vary with the nature of the work of the firm and the attitude of the
company’s management. '

4, Rewards for Inventions

The practice with respect to the nature of awards and the amounts of cash
awards given to inventors in industry is as diverse as industry itself. Some firms,
large and small, do not give special cash awards to any employees, feeling that
any inventive contribution should be considered as an element in determining
whether promotion should be made, usually with an appropriate increase in
salary or regular compensation. Some companies allow special cash bonuses for
inventions made only by nontechnical or nonresearch personnel, taking the posi-
tion that their professional employees are paid to invent and special awards for

11
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inventors tend to retard their research and developmental programs. Most firms,
however, allow special cash awards, in varying amounts, for inventions made
by all erhployees. In some cases, special reward plans for inventions are appli-
cable only to the techhical and research personnel, in the belief that an invention
represents something more than a suggestion, and consequently a special system,
designed to stimulate and elicit patentable ideas from among those most likely
to make such contributions, is justified. _

In those cases where extra compensation, other than salary, is given for meri-
torious inventions, some companies make a fixed payment for each invention;
other companies provide a sliding scale depending on the value of the invention.
"Those companies which make fixed payments may make such awards at different
times and in different amounts. These payments may be made at the time of dis-
closure, at the time the patent application is filed, and at the time the patent is
granted. '

Many companies have plans for payments which go beyond the fixed award
scheme. These systems usually provide for fixed awards and, in addition,
subsequent variable cash awards or bonuses which may be based upon a percent-
age of royalties collected under licenses granted, value of the invention as meas-
ured by savings, and value of the invention as measured by profits realized.

In a few cases plans have been.adopted wherein the entire group working in
the feld of the invention is rewarded instead of rewarding just the particular
inventor. Such plans usually provide that a fixed percentage of the profits or
savings resulting from inventions should go into a fund to be apportioned an-
nually to all of the employees concerned. Such apportionment is usually de-
pendent on the salary earned by the individual employce and his years of service.

5. Conclusion

As might be expected, there is no uniform pattern with respect to the encourage-
ment and rewarding of inventors in industry. Even in the more homogeneous
segments of industry there is a considerable diversity of practice due to the
different attitudes and policies of the management of each organization. Many
of the larger industrial firms have established policies of not giving their technical
and research workers special rewards for their inventions. These firms usually
consider inventions as an important factor in determining when the employee
should be promoted or given a salary increase.

The following reasons are usually given for not having. a special awards
system for inventors: ’

a. Arguments Against Special Awards System for Inventors

(1) Those employees engaged in technical research and development are paid
with the expectation that they may produce inventions.

(2) Other employees who devote too much time to inventive possibilities
do so at a sacrifice in their regular productive output.

liz

(3) Since many inventions stem from group effort, there is a practical difh-
culty in identifying the inventor, or inventors, to be rewarded and the extent
of each person’s contribution.

(4) Special rewards tend to reduce teamwork because some workers may
become secretive about their work in hope of greater personal gain.

(5) Rewards for inventions are discriminatory against research workers and
others who may make valuable discoveries that are not patentable.

(6) A special awards system for inventors encourages employees to submit
large numbers of ill-considered ideas, and creates ill will against the company’s
patent department when decision is made not to seek protection.

On the othcr'ha@*gi, a significant number of industrial firms, including some
engaged in researchiwork, have found it profitable and advantageous to develop
a patent consciousness and to provide for suitable monetary rewards for all em-
ployees, including those engaged in research work. Proponents of this approach
feel that special awards should be given to all inventors, whether under a sepa-
rate system or as a part of an over-all company suggestion and awards system,
because:

b. Arguments for Special Awards System for Inventors

(1) When an engineer, scientist, or other employee makes an important in-
vention it is only proper that he receive a suitable recompense—he should not be
denied a suitable special reward because he is performing research work, because
he has technical education and training, or because he has greater imagination
than his fellow workers.

(2) Rewarding of inventors by salary increase or promotion is not always
practicable or fair—a salary increase for a particular inventive contribution may
be inadequate if the employee should work at the increased salary for only a
short time, whereas it may be disproportionately high if the employee continues
to work indefinitely at the higher salary and should make no more meritorious
inventions; also, with respect to promotions, not all inventors desire or are capa-
ble of assuming successfully positions of higher responsibility and importance.

(3) The absence of a positive awards plan for inventors has in part led to
the use of the term “captive inventors” with reference particularly to salaried
researchers. _

(4) The absence of an awards system which definitely provides for inventors
is not conducive to the encouragement of inventions.

(5) The following benefits may accrue from having a tangible system for
rewarding all inventors:

(a) Useful inventions are promoted and a steady flow of ideas encouraged.

-(b) Prompt reporting of inventions is encouraged.

(¢) The work of a patent department is facilitated by increased cooperation
from the inventors. ’

(d) Patent consciousness on the part of management is promoted.
(¢) Good industrial relations are promoted by a well-administered plan.
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D. PRACTICES OF OTHER GOVERNMENTS

An analysis of available information with respect to the practices of -other
Governments revealed relatively little of value to the purposes of this report.
Great Britain, Canada, France, and the Scandinavian countries, especially Sweden,
did offer some suggestions.

1. Great Britain

Within the British Government, the inventions of the public servants® his-
torically have been considered property of the Crown uniess it could be demon-
strated that the idea and the work of developing the invention had been done
independent of ali association with Government time and/or facilities,

Until the end of the nineteenth century, monetary awards were rarely accorded
civil servants for inventions of special merit in Great Britain, but they were recog-
nized by distinctive state honors, the decoration conforming to the salary level. 2
of the servant. - _ :

A central committee on awards was set up by the Treasury on recommendation
of the Civil Service Committee and the Civil Service National Whitley Council
in 1930.

Under this awards system, departmental awards committees may recommend
to the department or ministry head monetary awards to inventors up to one thou-
sand pounds sterling. Also, they are authorized to recommend the distribution
of the commercial rights between the inventor and the Government.

The central committee on awards is an agency of the Treasury and is ap-
pointed by the Treasury. The Treasury also supplies one member of each de-
partmental awards committee. The committee may make awards up to ten
thousand . pounds sterling and may recommend to the Treasury the granting of
even greater awards. It further serves as an award reviewing and coordinating
board. '

Cash awards to civil servants of Great Britain are not limited by the salary
level of the inventor as has been the policy on decorations. In fact, departmental
committees have been reported to be more liberal in making high cash awards
to low rather than high salaried civil servants on the basis that more should be
expected of a high salaried worker. In theory, cash awards for inventors in
Britain are made inversely proportional to the proximity of the invention to
the assigned duties of the civil servant concerned. However, in practice the
committee decisions have been very objective and liberal in order to encourage
those who are employed to invent to join freely in the competition with all other
civil servants.

I

* Public servants of Great Britain are any employees of the Government except those who
are clected to office or who recetve salaries by hereditary process.

? Low-salaried servants can receive a decoration as M. B. E. (Member of the British Empire).
For the next level, the O. B. E. (Order of the British Empire) might be given, then upward
at the next levels to C. B. E. (Commander of the British Empire) and K. B. E. (Knight of
the British Empire).,
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There is no regulation prohibiting both a cash award and an honors award
for the same discovery or invention. In fact, Sir Frank Whittle was decorated
as a Knight of the British Empire some time before he was given the /100,000
sterling tax-free cash award for the development of the jet engine. In deter-
mining the amount of this award, both the central committee on awards and the
Royal Commission on Awards to Inventors participated.

Theré is some confusion on the part of both the British laymen and others
on the functions of the Royal Commission on Awards to Inventors and its rela-
tionship to the central committee on awards. The forerunner of the present
Royal Commission dates back to 1919 when a Royal Commission on Awards
to Inventors was created immediately after World War I.  While the scope of
the Royal Commission’s activity has varied from time to time, primarily it acts
as an appeals tribunal for inventors. A large portion of its work has to do with
men outside of Government, but it is available to civil servants when they desire
to use it. When the Government makes use of a British patent, the Royal
Commission on Awards to Inventors is the tribunal that can receive an appeal
to determine the inventor’s equity. The present Commission’s authority dates

" back to its reorganization in 1946.

The Royal Commission was invited to participate in the discussions leading
up to the Whittle award by the Treasury because of its experience in appraising
inventions and also because of the high regard in which the members of the
present Commission were held. The procedure of the central committee and
the Treasury in using the services of the Royal Commission on Awards to Inven-
tors as principal advisor in their more important investigations has now become

established.
2. Canada

The employee-inventor of the Canadian Government in the ordinary services
is granted at least one-half of the domestic proceeds from the exploitation of his
invention and all of the foreign rights but is given considerable Government
supervision in the licensing and assigning of his patents. This freedom for the
employee to exploit his own patents was intended to encourage higher productiv-
ity of invention.

The National Research Council of Canada regulations of 1927 are more re-
strictive with its employee-inventors. “The regulation requires that:

“All inventions made by members of the technical staff shall be vested in the Council and
shall be made available to the public under such conditions and upon the payment of such
fees as the Council may determine. This includes foreign as well as domestic rights.”

The Council, with the approval of the Governor of the Council, is authorized
to pay the inventors such royalties and fees as it believes warranted.

No statistical information is available on the merits of the two systems. The
freedom of the employee to exploit his own patents does not seem to have inspired
greater productivity in the ordinary Government departments. The National Re-
search Council, in a period of about one-quarter of a céntury, does not show
any significant income from Government-owned patents.
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3. France

The Government departments of France use a flexible system of awards to

: ‘inventors. If monetary awards are used, it is quite customary to make higher

\ cash awards to the lower rather than the higher paid employees on the basis that
more should be expected of the higher paid.

. Honor awards are progressive. It is of interest that the title of the lowest
state honor award takes on the same designation as one of the highest in Great
Britain. The sequence is Knight, Officer, Commander, and Grand Cross in
the different professional orders. It is quite customary for outstanding men
to rise progressively from their first honor of Knight to the succeeding honors
in their own turn. A French inventor usually would be more appreciative of !
the Grand Cross than of a cash award of several thousand tax-free gold francs.
He will work with great zeal and enthusiasm and strive to reach this goal through
the several sequential steps within his professional order.

4. Sweden’

For the Scandinavian countries, Sweden is taken as the typical example. In
the military service, inventors especially in the field of military weapons are
from time to time given special gratuities. This is predicated on the idea that
the inventor is unable to deal in a business way .with such ideas or inventions.
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fil. DISCUSSION AND ANALYSIS

As a fundamental mechanism for stimulating thinking and eliciting beneficial
ideas, the employee-participation program, involving a suggestion system with
appropriate awards, is not a new thing in the American industrial scene. Nor
is it new within the administration of the Federal Government.

Certainly the roots of the incentive systems run deep into the profound psychol-
ogy of human relations and are firmly grounded in man’s desire for improvement
in the conditions under which he lives, for progress and advancement, and for a
better way of life.

The idea of employee-participation in developing improvements in work and
performance has demonstrated its worth. Specific methods of doing this, by
specific kinds of suggestion systems, have been the subject of much debate.

The underlying principle of awards for suggestions and valuable ideas is to
provide tangible evidence of public recognition of the value of services rendered.

Under this basic principle, the objective of any good suggestion system which
provides for awards is, in brief, to secure constructive suggestions from as many
employees as possible and thus improve employer-employee relations. This prin-
ciple appears to be sound, whether the award consists of cash, a promotion, a
certificate of merit, a medal of honor, or any of the many other kinds of awards
in common use.

Benefits of a suggestion system accrue both to the employer and to the worker.

In the opinion of a majority of close students of incentives and awards systems,
the actual saving represents the least of its value to the company. Undoubtedly
a bigger value than the actual cash saving is the material help given by the
suggestion system